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1. ON OCT 8, AMBASSADOR HILL, ACCOMPANIED BY ECOM COUNSELOR 
AND COMATT, CALLED ON ERNESTO PAENZA, SECRETARY OF INDUSTRY 
AND ACTING SECRETARY OF XOMMERCE. AMBASSADOR HILL TOLD PAENZA 
THAT DURING PAST FEW WEEKS AN INCREASING NUMBER OF 

US BUSINESS FIRMS IN ARGENTINA HAD EXPRESSED GRAVE CONCERN 
OVER PROBLEMS THEY ARE FACING IN ARGENTINA. AT THE SAME TIME, 
THEIR HEAD OFFICES IN THE US HAVE EXPRESSED THE SAME CONCERN 
TO THE DEPARTMENT OF STATE. THE AMBASSADOR TOLD PAENZA HOW 
MUCH HE PERSONALLY AND USG VALUE OUR GOOD RELATIONS WITH 
ARGENTINA AND TOLD HIM THAT WE WOULD NOT WANT TO SEE THESE 
RELATIONS PERTURBED BY PROBLEMS WHICH COULD BE AVOIDED. HE 
ADDED THAT IT WOULD BE ESPECIALLY DAMAGING IF, IN THIS PERIOD 
WHEN BOTH COUNTRIES ARE WORKING TO HAVE A SUCCESSFUL MEETING 
OF FOREIGN MINISTERS IN B.A. NEXT MARCH, ONE OR MORE 
AMERICAN COMPANIES IN ARGENTINA WERE FORCED INTO BANKRUPTCY 
OR SIMILAR STATUS. 

2. PAENZA REACTED TO THESE REPRESENTATIONS IN A CORDIAL 
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GOVERNMENT CAME TO POWER IN MAY, QOUE IT HAD DECIDED ON 
SHOCK TREATMENT RE PRICES. HE SAID THIS WAS DUE, LARGELY, 

TO FACT THAT MANY COMPANIES HAD RAISED PRICES IN ANTICPA- 

TION OF CONTINUATION OF RATE OF INFLATION PREVAILING PRIOR 

TO NEW GOVERNMENT'S TAKING OFFICE. THIS, HE SAID, NECES- 

ITATED NOT ONLY FREEZING BUT ROLLBACK OF PRICES. HE ADMITTED 

THAT GOVERNMENT WAS CONSIDERABLY BEHIND IT ITS 

POLICY OF PERMITTING PRICE INCREASES SUFFICIENT TO BRING 

ALL COMPANIES UP TO BREAK-EVEN POINT, AND SUBSEQUENTLY 

PRICE INCREASES WHICH WOULD PERMIT REASONABLE LEVEL OF 

PROFITABILITY. HOWEVER, HE SAID THE IMPORTANT THING WAS 

THE FACT THAT THE TREND WAS IN THE DIRECTION OF GREATER 

FLEXIBILITY RE PRICE INCREASES, ESPECIALLY IN CASES OF 

COMPANIES DEEPLY IN THE RED. HE REPEATED SEVERAL TIMES 

THAT POLICY APPLIED EQUALLY TO ALL COMPANIES AND NOT JUST 

FOREIGN-OWNED ONES. HE SAID HE HAD SET DEADLINE OF 60-90 

DAYS FOR ALL COMPANIES' COMPLAINTS RE PRICE POLICY TO BE ACTED UPON. 

3. AMBASSADOR HILL SAID HE WAS VERY ENCOURAGED TO HEAR THIS 
EXPLANATION BY THE SECRETARY BUT EMPHASIZED THAT SOME COM- 
PANIES WERE IN SUCH DESPERATE STRAITS THAT THEY COULD WELL 
BE IN BANKRUPTCY BEFORE 60 DAYS HAD ELAPSED. AS AN EXAMPLE, 

CITED GENERAL MOTORS ARGENTINA, WHOSE REGIONAL VICE PRESIDENT 
HAD JUST CALLED ON HIM THAT SAME MORNING (SEE SEPTEL), 

AND WHO HAD SAID GMA COULD NOT PAY ITS CURRENT DEBTS TO 
SUPPLIERS AND DID NOT KNOW HOW IT WOULD BE ABLE TO MEET NEXT 
PAYROLL ON OCTOBER 20 BECAUSE OF GOVERNMENT PRICE 
POLICY PLUS ENFORCED WAGE INCREASES. 

4. SECRETARY PAENZA ASSURED AMBASSADOR HIS DOOR IS OPEN 
TO DISCUSS ALL KINDS OF PROBLEMS AND AGAIN STRESSED THAT 
GOA RECOGNIZES THAT NO FIRM CAN FUNCTION FOR LONG PERIOD 
AT A LOSS. 

5. COMMENT: ALTHOUGH WE WERE FAVORABLY IMPRESSED BY 
PAENZA'S FORTHRIGHTNESS AND APPARENT SINCERITY, WE HAVE 
HEARD FROM US BUSINESS SOURCES HERE THAT HIS PERFORMANCE 
DOES NOT LIVE UP TO THE GOOD IMPRESSION HE CREATES. ONE 
HEAD OF LARGE US BUSINESS FIRM HERE DESCRIBED HIM AS 

"...A FAKE AND A CHARLATAN." NEVERTHELESS, WE HOPE THIS 
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VISIT, TOGETHER WITH OTHER CONVERSATIONS ALREADY HELD 
AND THOSE PLANNED FOR NEXT FEW DAYS, MAY HELP ALLEVIATE 
SITUATION FOR AMERICAN-OWNED COMPANIES IN TROUBLE. WE WILL 
CONTINUE TO FOLLOW THE SITUATION VERY CLOSELY. 

MONTLLOR 
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